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Abstract 
This research is an evaluation of the usefulness of financial statements produced by the accrual-based government accounting 
system in Indonesia. The result reveals that in the process of formulating the regional development plans, LRA (the report of budget 
realization) and REP (the ratio of income efficiency) are the financial statement element and the financial ratio which have the 
highest degree of usefulness. In addition, this study also reveals that the financial statement elements and financial ratios resulting 
from the cash-based accounting system have higher degree of usefulness rather than resulting from the accrual-based accounting 
system. 
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1.  Introduction 
As was done by other countries, the Indonesian government has also reformed its public sector accounting. This 
reform is a part of the implementation of good public governance in order to improve the financial accountability of 
the Indonesian public sector. Thereby, the financial crisis or economic crisis experienced by the Indonesian 
government in 1998 did not recur. Harun (2009) reveals that the economic crisis is one of the driving factors for the 
Indonesian government to reform its public sector accounting.  
The public sector accounting reformation, basically, is a migration from cash-based accounting into accrual-based 
accounting (Christiaens, 2003; Caccia & Steccolini, 2006; Paulsson, 2006; Timoshenko & Adhikari, 2010). The 
application of accrual accounting in Indonesian government accounting system has been started since 2005 (The 
Indonesian Government, 2005). The reason of this migration is due to the belief that the accrual-based accounting has 
more advantages compared to the cash-based (Blondal, 2003; SAFA, 2006; Tudor & Mutiu, 2006; Chang et al., 2008; 
Andriani et al., 2010; IPSASB, 2011; Hojjat et al., 2012; Hladika et al., 2012; Sousa et al., 2013). 
After 10 years to do the implementation of accrual accounting, it is expected that the public sector accounting 
reform in Indonesia has reached an advanced stage. All government institutions in Indonesia, both at central 
government and regional government, must have applied accrual-based accounting in fiscal year 2015 (The Ministry 
of Domestic Affairs of Indonesian Government, 2013; The Ministry of Finance of Indonesian Government, 2013). 
Harun (2009) suggests that one of the research themes related to the reformation of public sector accounting in 
advanced stage is identifying the utilization of accounting information that has been generated by accrual-based 
accounting. According to the Harun’s suggestion, the objective of this study is to identify the usefulness of government 
financial reports produced by the accrual accounting system. 
This study focuses on the use of the Local Government Financial Statements (LGFS) by the local government 
employees in regional development planning process. The research questions are whether there are usefulness level 
differences among the elements of LGFS and financial ratios in regional development planning process and whether 
the level of usefulness of the group of the elements of LGFS and financial ratios resulting from accrual-based 
accounting is higher than the group resulting from cash-based accounting. 
2. Literature Review  
2.1. The usefulness of  financial statements 
The purposes of financial statements are providing information for decision making and providing information for 
evaluating the management’s performance (IASB, 2010; Atrill & McLaney, 2011; Scott, 2012). Similarly, the 
purposes of the government financial statements are providing information for decision making in economic, social 
or political area and providing information for evaluating the management’s accountability or performance 
(Mardiasmo, 2009; KSAP, 2010). 
Accounting information, contained in the financial statements, are useful if the information are completely used or 
appear to be used in decision making by the intended users (Suwardjono, 2011). The problem of the information 
usefulness is whether the intended users use that information to help them in decision making (Suwardjono 2011). 
The measurement of the usefulness of government financial statements can be done by examining the use of the  
accounting information by its users (Jorge et al., 2008; Lee & Fisher, 2007). 
2.2. Regional development planning 
Regional development is the local resources utilization for increasing the social welfare of the region or the district 
and for improving the human development index (The Ministry of Domestic Affairs of the Indonesian Government, 
2010). Regional development planning is a process of drafting the phases of activities which involve a variety of 
stakeholders to use and allocate the available resources for developing the region or the district. Regional development 
planning includes a long-term plan (for a period of 20 years), a medium-term plan (for a period of 5 years) and a short-
term plan (for a period of 1 year). The regional development planning in Indonesia become the authority and 
responsibility of the head of the district which assisted by the head of the district development planning agency or 
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Badan Perencanaan Pembangunan Daerah (Bappeda). 
2.3. The usefulness of local government financial statements in planning process 
The analysis of local government financial managing and funding is one of the phases in the regional development 
planning process (The Ministry of Domestic Affairs of the Indonesian Government, 2010). The purpose of this 
analysis is to determine the financial capacity of a local government in funding the implementation of regional 
development plan. Usefulness of LGFS for the regional development planning process can be seen from the use of 
accounting information in doing this analysis. The analysis of financial managing and funding consist of regional 
expenditure analysis, regional financing analysis, regional financial position analysis and funding frame analysis. 
2.4. Studies related to the usefulness of  local government  financial statements  
 
Research on the usefulness of government financial statements have been carried out by Nogueira et al. (2013), 
Sousa et al. (2013), Andriani et al. (2010), Jorge et al. (2008), Lee & Fisher (2007). As research performed by Jorge 
et al. (2008), the samples of this study are divided into two groups, namely the accounting information generated from 
cash-based accounting and the accounting information generated from the accrual-based accounting. Differ from Jorge 
et al. (2008) that explore the data by studying the management records and reports, the data in this study are gathered 
by surveying via questionnaire. Else, this study focuses on financial information contained in LGFS while Jorge et al. 
(2008) focuses on financial information contained in management records and reports. The difference with the 
research performed by Andriani et al. (2010), Sousa et al. (2013) and Nogueira et al. (2013) is the concept of the study. 
Their studies are related to the perception of the users about the usefulness of accrual accounting information whereas 
this study is related to the accrual accounting information utilization. This study is similar to Lee & Fisher (2007) 
which examine the utilizing of the information but the objects of their research not only cover the use of financial 
information but also non-financial information while on this study solely cover the use of financial information. 
3. Research Method 
3.1   Research model  
The idea of this study is the degree of usefulness of LGFS can be associated with the level of the use of LGFS. 
Thus, the usefulness of LGFS for regional development planning process will be measured by the level of the use of 
LGFS by the head of the district development planning agency in the process of formulating the local development 





Fig.1. The model of usefulness measurement 
3.2   Variable operational definition 
The elements of LGFS and the financial ratios which are selected to be used as variables in this research are LRA 
(the report of budget realization), LPSAL (the report of the changes in surplus of budget balance), Neraca (the report 
of financial position), LO (the report of operations result), LAK (the report of cash flow), LPE (the report of the 
changes in equity), CaLK (the notes to the financial statements), REP (the ratio of income efficiency), REB (the ratio 
of expenditure effectiveness), RKD (the ratio of the district financial autonomy), RLD (the ratio of the district 
liquidity), RSD (the ratio of the district solvency), RHTM (the ratio of the district debt to the district equity). The scale 
used in measuring the level of these variables utilization is ordinal. The scale of 1 is to the level of the category "never 
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Usefulness 
The Level of LGFS  
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used", scale of 2 is to the level of the category "rarely used", scale of 3 is to the level of the category "frequently used 
", and scale of 4 is to the level of the category "always used". 
3.3   Unit of analysis and data collection method  
The unit of analysis of this study is the head of the district development planning agency. On December 2014, there 
were 514 districts throughout Indonesia. The samples are the head of the district development planning agencies 
located on the island of Java and Madura totalling 119. The method of data collection was done by sending  
questionnaires to these selected head of the district development planning agencies. The questionnaires contain 
questions about how often the use of the local government financial statement elements and financial ratios, which 
become variables in this study, in regional development planning process. Analysis of the data obtained are the 
descriptive analysis, Chi-Square analysis and Mann-Whitney analysis.  
 
4. Result and Discussion 
4.1   The usefulness of each variable 
There are 41 of the 119 questionnaires or 34.45% of the total questionnaires answered completely. The data 
frequency distribution generated based on these answers are shown in table 1.  
 
Table 1. Data frequency distribution. 
















































































Table 1 reveals that the LRA is the most used elements of LGFS, where 75.61% (31:41) of the respondents always 
use the LRA. This means the LRA has the highest usefulness among other elements. LO is the least used elements of 
LGFS, where only 14.63% (6:41) of the respondents always use the LO. For the financial ratios area, it appears that 
REP is the most used financial ratios, where 73.17% (30:41) of the respondents always use this ratio. Thus, REP has 
the highest usefulness among other financial ratios. RSD is the least used financial ratios, where 24.39% (10:41) of 
respondents always use the RSD. 
The result of Chi-square analysis shows that the value of asymp. Sig. is 0.000 (p <0.05), which mean that the 
frequency distribution of the survey data is not similar between one another. It can be concluded that there are 
significant differences of the degree of usefulness among the variables. This finding reveal that the differences of the 
degree of usefulness among the elements of LGFS and among the financial ratios in the process of preparing regional 
development plans is not a coincidence. 
4.2   The usefulness of accrual-based accounting compared to cash-based accounting 
If the variables are grouped based on the basis of accounting, it will obtain the data frequency distribution as seen 
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in table 2. 
 
Table 2. Data frequency distribution based on the basis of accounting  
Variable N Always Used Frequently Used Rarely Used Never Used 
Cash Based: 
  LRA 
  LPSAL 
  REP 
  REB 
  RKD 
     Total 
 
Accrual Based: 
  Neraca 
  LO 
  LAK 
  LPE 
  CaLK 
  RLD 
  RSD 
  RHTM 



























































































Table 2 reveals that the group of elements LGFS and financial ratios resulting from cash-based accounting has 
higher degree of usefulness than the group of elements LGFS and financial ratios resulting from accrual-based 
accounting. The frequency of category "always used" on cash-based accounting group which amounted to 61.95% 
(127:205) of the total frequencies (N) is greater than the frequency of category "always used" on accrual accounting 
group which amounted to 26.52% (87:328).  
The result of Mann-Whitney analysis shows that the value of asymp. Sig. (2-tailed) is 0.004 (p <0.05) which mean 
that there are significant differences in the variability of the data values of the two groups of variables. It can be 
concluded that the difference of the degree of usefulness between the group of LGFS elements or financial ratios 
resulting from cash-based accounting and the group resulting from accrual-based accounting is not a coincidence. 
Therefore, this fact is expected to be a concern for the accounting standard setter and can be used as a reference in 
improving reporting procedures and presenting of LGFS. 
 
5.  Conclusion 
The purpose of this study is to identify the usefulness of accrual accounting in Indonesian government accounting 
system, in particular, the usefulness of local government financial statements for regional development planning 
process. This study reveals that in the process of formulating the regional development plans, LRA (the report of 
budget realization) and REP (the ratio of income efficiency) are the financial statement element and the financial ratio 
which have the highest degree of usefulness. This study also reveals that the financial statement elements and financial 
ratios resulting from the cash-based accounting system have higher degree of usefulness rather than resulting from the 
accrual-based accounting system. 
As was done by Jorge et al (2008), it is advisable in future studies to examine the local government financial 
statements usefulness by studying the documents to formulate the regional development plans. In accordance with the 
opinion of Andriani et al (2010) that the usefulness of the new accounting system implemented is a function of 
familiarity and experience, there is a possibility that the accrual accounting usefulness in Indonesia will increase the 
over time of its implementation. Thus, it is recommended that the research on the local government financial 
statements usefulness can be done in the years ahead to prove that hypothesis. 
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